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*.* The Bank publishes from time to time in this 
Monthly Review signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles: 


A Policy for Sterling 
By Professor J. H. Jones 
I 
Pre the present the official financial authorities of this 





country can be expected to do little more than improvise 

measures to deal with a rapidly changing world situation. 
The immediate purpose of such measures is to maintain what 
is vaguely termed stability. The word “ stability ’’ means the 
avoidance of excessive disturbances, in the spheres of currency, 
exchange and industry, that might be caused here by the 
abnormal conditions prevailing in other parts of the world. 
At a time like the present a closer definition is neither sought 
from nor vouchsafed by those who are responsible for currency 
policy. Nevertheless they may rightly be expected to be 
preparing plans for the more distant future, when the world 
will again have settled down and some sort of order been 
restored. Before proceeding to discuss the currency measures 
that are immediately desirable and the ultimate policy that 
should be sought, it is necessary to refer briefly to relevant 
factors in the development of the present situation. 

For a period of fifteen or sixteen years before the world 
war, the gold standard worked so smoothly that few people 
bothered either to attack or to defend it. Like democracy 
itself it was taken for granted. The march of nations towards 
gold, which had rapidly raised its value or purchasing power 
during the previous quarter-century, had come to an end. 
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Nearly all the nations had reached their goal. The gold standard 
was being tried, as a fully-fledged international standard, under 
highly favourable conditions. The gold supplied from the 
South African mines initiated and maintained a rise in prices 
which, judged by standards set by post-war fluctuations, was 
extremely moderate, yet sufficient to cause a rapid growth of 
individual fortunes and a considerable amount of unrest among 
the wage-earning population. But the period was one of rapid 
expansion of industry and trade. The world was at peace, and 
war seemed so remote as to be a negligible risk. Confidence 
was felt in the continuity of progress. Capital was freely 
invested beyond national boundaries; credit moved easily 
from one country to another. Economic equilibrium was 
therefore maintained without large-scale and frequent move- 
ments of gold. Financial news was relegated to those pages 
of newspapers that were only read by the “ City” and 
provincial speculators. Those—and they were few in number— 
who tried but failed to stimulate public interest in the gold 
standard were disturbed by the rise in prices, and Professor 
Irving Fisher’s pre-war proposal for a “ stable commodity 
dollar ” (now so popular in the United States of America) was 
actually designed to prevent a further rise in the price-level ! 

The post-war gold standard presented a marked contrast 
to the pre-war standard. Within the short space of four years, 
after a decade or more on paper standards, nearly all the 
countries returned to gold. When fixing the new gold rates 
for their respective currencies many countries ignored the 
changes that had occurred, during the interval, in the under- 
lying economic conditions. The cost and price structures of 
all countries had changed, though not everywhere to the 
same extent. The new rates at which currencies were made 
exchangeable for gold determined the rates at which they 
exchanged for each other. The latter should have shown the 
relative changes that had occurred in costs and prices expressed 
in national currencies. But they did not do so. France, for 
example, fixed the gold value of the franc at approximately 
one-fifth the pre-war value. If wages, costs and prices, in 
francs, had risen by 400 per cent. they would have remained 
at the pre-war level in terms of gold. It appears, from such 
statistics as are available, that in 1928 wages expressed in the 
new gold francs were little, if at all, above pre-war wages. 
And wages are the final determinant of the cost and price- 
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level, In Great Britain wages, in sterling, had risen approxi- 
mately 70 per cent. When the gold standard was restored, 
sterling was given the pre-war gold value, so that in 1925 gold 
wages were 70 per cent. higher than in the last pre-war year. 
Under such conditions British industry could not hope to 
compete with French industry. payee was seriously over- 
valued and the franc under-valued in relation to the majority 
of the currencies of the world. Over-valuation acted as a tax 
upon exports and a bounty upon imports. 

The influence exerted by currency over-valuation was 
by no means the only adverse influence upon British industry. 
Others may be briefly indicated. The first is that which is 
usually known as the growth of economic nationalism. The 
pre-war development of extreme specialisation has been not 
merely arrested but even reversed. This change of policy has 
been mainly due to the war and the feeling of political 
uncertainty bequeathed by the war. But that is not the only 
explanation. Pre-war production was based upon steam-power, 
and the use of steam gave the coal-bearing regions of the 
world so great an advantage that the benefits of geographic 
concentration were obvious and of extreme importance. Post- 
war production has been based largely, and to a rapidly 
increasing extent, upon oil and electricity, which favour a 
wider distribution of industry not only within a country but 
also between different countries. Natural advantages tend to 
diminish in respect of a large group of industries ; differences 
in real costs tend to be reduced. For this reason the penalty 
suffered from the pursuit of a policy of economic nationalism 
is not so severe as of old, although it would still be regarded 
as severe in a world of peace in which the inhabitants felt 
free to pursue that policy which would maintain the highest 
standard of living permitted by the known resources of 
Nature and man. 

Closely related to this tendency is a further tendency 
which has seriously affected our own development. We were 
the pioneers of the modern factory system and formerly 
enjoyed the advantages of industrial leadership. Our trade 
with other nations was mainly complementary rather than 
competitive. But that was obviously a passing phase in 
our history, and it has now passed. Aided by modern inven- 
tions (which, as in cotton manufacture, have reduced the rela- 
tive real costs of foreign production) and by low wages (which 
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have further reduced the relative money costs of foreign 
production), other countries now produce—and in some cases 
even export—commodities formerly —— by our industries. 
Our trade with other parts of the world has become less com- 
plemen and more competitive than it once was. The 
element of monopoly has disappeared although, fundamentally, 
it remains true that all trade is complementary, be it local or 
international in character. 

Thus the post-war gold standard in this country operated 
under extremely unfavourable conditions. It acted as an adverse 
influence upon industries subject to foreign competition at a 
time when our exporting industries were already suffering from 
changes in the trend of world trade due to other causes. Rela- 
tively to imports our exports of commodities fell more or less 
continuously, This fall was accompanied by a reduction 
in the surplus of total exports over total imports, in other 
words, by a reduction in the balance available for the invest- 
ment of capital in other countries. But the pre-war 
foreign demand for capital for industrial and other purposes 
revived and this was largely met by London. We invested more 
than the current trade balances available for investment. 
In the absence of another factor we could not have maintained 
the gold standard even for six-and-a-half years. This balancing 
factor was the import of funds from other countries. We 
accepted from abroad deposits which could be withdrawn at 
short notice and invested such deposits in long-term securities 
which could not be quickly realised without the risk of serious 
loss. In that respect the situation differed fundamentally from 
the pre-war situation. Before the war foreign funds held in this 
country were considerably less, in amount, than British funds 
held within call abroad. Our investments in long-term securities 
did not normally exceed the export balance available for 
investment. Without calling it by that name we possessed 
what was virtually an exchange equalisation fund which could 
be used in case of need and which was adequate at all times 
to protect the gold standard. 


II 
The circumstances that I have briefly described were 
bound ultimately to lead to a crisis. With the advent of 
the world depression, accompanied by the failure of many 
foreign enterprises to pay dividend or interest upon our 
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investments, our export balance disappeared and we were faced 
with a deficit on our trading account with the rest of the world. 
It only needed a shock to credit to cause a flight from sterling ; 
in 1931 this was experienced and we were compelled to suspend 
specie payment. The value of sterling immediately fell and for 
some weeks showed a downward trend in the markets of the 
world, The result was a favourable re-direction of world trade ; 
the pressure exerted by the over-valuation of sterling was 
lifted and for a time our exporting industries enjoyed a new 
buoyancy. A large number of countries followed our example 
and linked their currencies to sterling. As most of our foodstuffs 
were obtained from those countries, the import price-level, in 
sterling, did not rise to the extent suggested by the fall in the 
sterling gold exchange. We thus seemed to be enjoying the best 
of both worlds (if we ignore agriculture), and the crisis of 
September, 1931, was regarded as a blessing in disguise. We 
even enjoyed the first taste of currency under-valuation, and the 
gold standard became extremely unpopular. 

This bald narrative is included for a purpose: it helps us 
not only to understand the history of more than one currency 
during the last two years, but also to determine the essentials 
of future policy. When we abandoned the gold standard not only 
was the danger of inflation recognised in this country, but a 
period of rapid and uncontrolled inflation was regarded as 
inevitable by Continental economists. The danger of serious 
inflation was reduced by the fact that the countries which 
supplied us with the bulk of our foodstuffs joined the sterling 
group, but it was by no means negligible. The financial 
measures immediately following the abandonment of the gold 
standard therefore aimed at preventing inflation. The Bank 
Rate was raised, public expenditure was curtailed and the 
adverse balance of international payments was reduced by 
restricting imports. The first two measures were orthodox, 
but the third constituted a departure from previous practice 
and revealed an important difference between pre-war and 
post-war conditions. Before the war funds were directed 
towards the place of need ; international financial co-operation 
was of the essence of the world economic system. An adverse 
balance of trade was regarded as an incident of industrial 
depression and, when it occurred, was usually met by a credit 
operation. In 1931 it was seen that funds fled from the place 
where they were needed: international financial co-operation, 
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of the pre-war type, was lacking. Foreign funds placed in 
this country, for example, were either being held on deposit 
or invested in assets which could be realised quickly ; when 
confidence was shaken they were recalled and their withdrawal 
precipitated a financial crisis. The only alternative was to try 
to restore the balance of payments on current account and 
thereby prevent so great a depreciation of sterling as to destroy 
the effect of the first two measures. It was a measure improvised 
to meet the needs of a crisis, and differed fundamentally from 
the policy of protection afterwards adopted. 

e measures employed by those in authority proved so 
successful that funds returned to this country and sterling 
began to appreciate. A trickle quickly became a strong flow 
and it seemed not unlikely that the value of sterling would 
approach gold parity. In spite, however, of the effort made in 
1931, first to remain on the gold standard and afterwards to 
prevent an excessive fall in sterling, there were two out- 
standing reasons for fearing a return to gold parity. In the 
first place industry had already felt the benefit of the fall in the 
external value of sterling. It was recognised that, in relation 
to costs and prices here and elsewhere, sterling had been 
seriously over-valued, and industrial opinion was strongly 

posed to the restoration of the old parity. In the second 
place it was clear that if, through an inward flow of funds, 
sterling were restored to its former gold parity, the country 
would be exposed to the danger of a repetition of the crisis 
from which it was then emerging. A favourable balance of 
trade had not been restored ; some of the returning funds were 
probably being used to meet the trade deficit on current account. 
Consequently the Exchange Equalisation Fund was established, 
and the proceeds of this fund were employed in the purchase 
of gold, foreign currencies and foreign assets which could be 
converted into currencies without delay. Two results followed. 
The weak point in our economic armour was strengthened : 
our short-dated obligations to people in other countries were 
off-set by a sufficient volume of similar obligations to prevent 
the danger of a violent change in the value of sterling due to 
loss of confidence or to exchange speculation based upon an 
expected less of confidence. We were able to control sterling 
under any conditions short of a financial typhoon. Moreover, 
we were able to fix and maintain that sterling rate (in gold) 
which seemed to us desirable from the wider economic point 
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of view. The return of foreign funds to this country and the 
subsequent creation of the Exchange Equalisation Fund has 
given us a measure of control over currency that would 
otherwise have been impossible. 


III 

Under the conditions that I have described it is impossible 
to draw a sharp distinction between the policy of the Bank of 
England and that of the Treasury. While we were on the gold 
standard the Bank of England, as the central bank of the nation, 
was required to pursue that policy which was consistent with 
the maintenance of the gold standard, for which reason it was 
not a free agent. While carrying the responsibility for main- 
taining those conditions which made the gold standard work- 
able it was, however, independent of the Treasury. At the 
present time currency policy is virtually an administrative 
problem rather than a policy determined for the nation by the 
gold standard, and for that reason the closest form of co- 
operation between the Treasury and the Bank is rendered 
essential. In discussing a policy for sterling I shall, therefore, 
not attempt to draw a dividing line between the two institutions ; 
it md be presumed that the Bank will give effect to Treasury 
policy. 

The currency policy that is desirable in the future must 
be determined by the primary needs of the nation. The first 
need is to do all that is possible to facilitate and accelerate a 
——- from the present trade depression and to employ to 
the est extent our resources of labour and capital. e 
second is to promote a rise in prices to approximately that level 
which prevailed before the advent of the depression. These 
two needs are clearly distinguishable. It would be possible for 
the volume of trade and employment to be fully restored without 
a substantial rise in the price-level but, for reasons given below, 
a recovery under such conditions would hide such serious 
disparities as to hold out but little hope of permanence. The 
third need is to establish and maintain a monetary system which 
will prevent the recurrence of the disastrous events of the last 
four years. I shall endeavour to examine these needs in turn 
and to indicate the steps that should be taken in order that they 
may be fulfilled. 

First it may be suggested that currency inflation offers no 
solution to the problem of restoring trade and increasing 
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employment. Not only is it likely that a policy of inflation would 
be ineffective in a country which, like our own, is so largely 
dependent upon trade with the rest of the world, but even if it 
were effective it would merely lead to a further collapse when 
the stimulus of progressive inflation was withdrawn. Nor is 
there any reason to suppose that the policy of raising the price- 
level by raising wages and costs would contribute to a recovery 
in trade; that method has recently been tried in the United 
States of America and has failed as completely as we expected 
it to fail. A rise in prices follows an improvement in trade as 
an effect of the latter: we cannot reverse cause and effect. 

A complete recovery of trade cannot be expected unless 
and until the nations of the world abandon their present policy 
of imposing all kinds of restrictions upon trade with each other. 
It is, therefore, not irrelevant to suggest that one of the essential 

arts of our financial policy should be to promote greater 
edom of trade with other nations. There are, however, two 
“seg to every agreement ; we can reason with other countries 
ut we cannot compel them to modify their policy even if we 
offer to modify our own. But there is a great deal that may be 
done in the meantime to improve domestic trade. In the first 
age we can pursue a policy favourable to the maintenance of 
ow rates of interest. Interest rates have fallen steadily during 
the last two years and are now so low as to provide a strong 
stimulus to capital development. The low level of interest is 
due partly to the intensity of the depression and partly to the 
control exercised by the Treasury over foreign investment. Nor 
do I see any prospect that, during the present year, the demand 
for capital ion private industry, for the purpose of new 
development, will be sufficient, if left to itself, to produce an 
appreciable rise in the rate of interest. But the rate has also 
been largely influenced, in the recent past, by two factors, the 
future influence of which cannot be estimated. The first is the 
open-market policy of the Bank of England. By purchasin 
securities and thereby enlarging balances of the joint stoc 
banks, it has also stimulated the purchase of securities by the 
latter institutions, which have not been able to find an alter- 
native use for their d its in industry and trade. The second 
factor is the influx of funds from the United States and other 
countries. In so far as these have not been off-set by the pur- 
chase of foreign currencies or gold through the Exchange 
Equalisation Fund, they constitute an addition to funds in 
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London and are used in the purchase of securities. It is at least 
possible that a considerable proportion of these funds will be 
recalled in the near future, in which event securities will tend 
to fall and interest rates will tend to rise unless the Bank of 
England is prepared to neutralise these effects by the purchase 
of additional securities. It should, therefore, be our policy to 
maintain low rates of interest by readiness to adapt the open- 
market policy of the Bank of England to possible changes in the 
supply of funds and the consequent demand for securities during 
the present year. 

The second way in which the domestic trade situation 
may be improved is by an increase in capital expenditure 
by the State and local authorities. During the crisis which 
started in 1931 it became necessary to shut off all avoidable 
expenditure of this kind, and it was found desirable to persist 
in the policy of restriction until the loan conversion scheme had 
been carried through. But these needs have now been met and 
the time for a resumption of capital expenditure has arrived. 
I do not suggest that public authorities should indulge in an 
orgy of extravagant expenditure, nor am I blind to the fact that 
public expenditure is apt to result in extravagance. But, while 
recognising the limitations and dangers of this policy, most 
people would agree that, if public authorities merely overtook 
the arrears that have accumulated during the last two years 
and resumed current capital expenditure on a normal scale, 
a considerable stimulus to industry would be provided. For 
it should not be forgotten that the proportion which capital 
expenditure by public authorities bears to capital expenditure 
in private industry and trade has materially increased during 
the last generation ; for this reason the power of such authorities 
to influence the state of industry and employment is considerably 
greater than it was during the roth century. 

It seems to me that the policy that I have described 
would produce a marked accelerating influence upon the 
rate of industrial recovery. In many industries prices already 
appear to have stiffened and, if reinforced by this policy, the 
price-level may be expected in the near future to show a marked 
upward trend. This trend may be either fostered or defeated by 
industrial and financial policy. When the boom of 1920 was 
followed by depression a rapid reduction in wages took place 
and this was followed by a corresponding reduction in costs and 
prices in the industries directly affected. This reduction was 
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made permanent by the Treasury Minute of 1919, which im- 
posed a maximum upon the currency issue. The actual issue of 
one year became the legal maximum issue of the following 
year, and as the actual issue fell, on account of the depression 
and of the heavy fall in wages and costs, it was impossible, 
during the subsequent improvement in trade, for prices to 
rise to an appreciable extent. The Treasury Minute, by 
unduly restricting the issue of notes, acted as a deflationary 
influence and thereby prevented the recovery of prices and 
retarded the development of trade. We must avoid that mis- 
take during the present period of recovery. As trade improves 
and prices rise, wages should be allowed to follow and this will 
only be possible, for a long period, if the volume of currency, 
and therefore of credit, is able to respond to the consequent 
increase in demand, At the present time the issue of currency 
is controlled by the Act of 1928, under the terms of which 
the Bank is allowed a fiduciary issue of £260 millions, the 
remainder being backed by gold. The supply of gold is now so 
large that the total available supply of currency is considerably 
in excess of actual trade requirements. But the situation in 
this respect may change in the near future ; the supply of gold 
may diminish or the improvement in trade and the rise in 
prices may call for a greater supply of currency than is now 
available. It would be an expensive policy to purchase more 
gold merely for the purpose of increasing the supply of currency. 
It is true that the Act of 1928 contains a provision under 
which the fiduciary issue may be increased at any one time 
by £ 15 millions ; but when (in 1931) that provision was utilised 
the effect was to create mistrust in other countries and to act as 
a contributing factor to the crisis. If the same provisions were 
again utilised in the future it might have the same result. 
For this reason it seems to me desirable to review the Act of 
1928 and the working of its predecessor, the Treasury Minute 
of 1919, and to establish a currency system which would 
provide a supply of currency notes sufficient to maintain 
the price-level of 1929, together with full employment for the 
industries and people of the country. 

I have argued, in effect, that a rise in prices should be 
fostered by a currency policy permitting the necessary increase 
in the issue of notes and a rapid reaction of a trade improvement 
upon wages. There are many people who, while agreeing that 
everything that is possible should be done to promote a recovery 
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in trade, reject the view that a substantial rise in prices is either 
racticable or desirable. I believe such a rise to be desirable 
or the following reason. The present general level of prices 
hides serious disparities in individual costs, individual prices 
and individual wages. Both industry and the State are burdened 
with fixed interest debts incurred at a very much higher price- 
level. A large number of enterprises now earn so small a net 
revenue available for distribution among the owners of capital 
that it is insufficient even to meet fixed capital charges, while 
there are many others which, after meeting such charges, are 
only able to pay extremely low dividends upon share capital. 
This difficulty has naturally been intensified by the depression 
in trade but it existed even between 1924 and 1929, when 
industry was making rapid progress in most parts of the world. 
If the establishments of such firms had been constructed at 
prices prevailing about 1929, many would have been able to 
pay reasonable dividends upon capital ; in that sense they were 
not working at a loss. They appeared to be unremunerative on 
account of the unduly heavy burden imposed by a form of 
over-capitalisation. Again, the rates of wages paid in the 
sheltered industries were unduly high relatively to the wages 
paid in those speculative industries subject to foreign com- 
petition. There was obviously no stability even in the economic 
situation prevailing before the depression; at the present price- 
level industry is suffering from an even greater degree of 
instability. Adjustments have been forced upon many industries 
by the depression, but these have been far from sufficient to 
meet the requirements of the present level of prices. There 
seem to be only two alternatives available to the nation. One 
is to adjust costs by reducing wages (and adjusting relative 
wages by enforcing a greater reduction in the sheltered indus- 
tries than in others) and by reducing the burden of capital 
charges. The other is to promote a rise in prices until a general 
level is reached appropriate to the burden of debts and of 
sheltered wages and aaiee unsheltered wages to advance 
more rapidly than sheltered wages. The first alternative would 
mean a long series of bankruptcies and liquidations as well as 
serious industrial struggles; it is not only impracticable but 
also extremely undesirable, for which reason the second 
alternative seems to me justified. 
I have indicated the essentials of a domestic policy that 
would promote such a rise in prices as is here advocated. But 
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the situation is obviously affected by our trade relations with 
other countries, and the possibility of promoting a rise in prices 
and afterwards maintaining a higher price-level is naturally 
influenced by international aspects of our financial policy. In 
the first place it is clear that we should not allow sterling to be 
linked to the gold currencies of Europe. The policy of the latter 
seems to be governed by the policy of France, and France does 
not desire a substantial rise in the price-level. Having already 
reduced the gold value of the franc by four-fifths, her govern- 
ment and her industries are not burdened with heavy debt 
charges. Wages and costs were unduly low before the advent 
of the depression, so that an improvement in trade without a 
substantial rise in the price-level would be compatible with 
economic equilibrium in that country. Moreover, she possesses 
an unduly large supply of gold and would naturally not welcome 
a fall in the commodity value of peed If sterling were tied 
to the franc the two price-levels would need to march in step ; 
since France declines to march, we cannot proceed on our way 
so long as the two currencies are linked together. A sterling 
that was stable in terms of francs would mean high discount 
rates and credit restriction at a comparatively early stage in the 
recovery of trade. On the other hand, sterling should not be 
linked to the dollar. The gold value of the dollar is now to be 
fixed between the limits of 50 and 60 per cent. of its former 
value. While it still retained its former value it was able to 
maintain a price-level of the pre-depression period. If a strong 
inflationist policy were pursued by the United States it would 
be possible for the dollar price-level to rise to between 80 and 
100 per cent. above the 1929 level without destroying the new 

old standard that may soon be established in that country. 

he possibility of such a rise in prices should be avoided in 
this country. For the present, therefore, we should maintain 
an entirely free sterling capable of responding to the domestic 
policy that I have already indicated. 

If sterling is to be completely divorced from foreign 
currencies we must continue to employ the Exchange Equalisa- 
tion Fund in an appropriate manner. The future effects of 
recent developments in American policy cannot be foreseen. 
The President of the United States is empowered to reduce the 
gold value of the dollar by one-half, while legislation is now 

roposed which will place an upper limit of 60 per cent. of the 
ormer value of the dollar. The upper limit is not yet effective ; 

















39 


during the last few days before this article goes to press the 
value of the dollar has risen to a point considerably above 
the upper limit. But it may be presumed that by means of the 
proposed exchange fund the American Treasury will be able to 
make the new legislation effective. It is not unlikely that one 
effect of the new proposals will be a repatriation of American 
funds now held in this and other countries. Unless this is 
counteracted by the employment of the new fund on a large 
scale, there will be a heavy drain of gold to the United States 
and the gold standard on the Continent of Europe will be 
subjected to a severe test. If it collapses we may be faced with 
a heavy depreciation of European currencies and a corresponding 
appreciation of sterling. The administration of our Exchange 

ualisation Fund will, therefore, present an extremely difficult 
problem and call for great skill. 

If the gold standard is abandoned by European countries 
and we allow the value of sterling to rise in terms of francs 
and other European currencies as it has risen during the past 
year in terms of dollars, we may be faced with a problem of 
currency over-valuation more serious than that which exercised 
a restrictive influence upon British industry after 1924; the 
recovery of our trade may be arrested and we may be plunged 
into a depression even more severe than that from which we 
are now emerging. The Exchange Equalisation Fund must 
be employed to prevent the over-valuation of sterling. On 
the other hand, we should make it clear to other countries 
that, while we shall only be prepared to maintain rates of 
exchange that are consistent with relative internal cost and 
price-levels, we do not wish to play the new game of competitive 
currency depreciation. It is a game which, in the long run, 
injures everybody, none more than those who at first appear 
to gain from it. 

It seems to me necessary not only to continue to utilise 
the Exchange Equalisation Fund (possibly on a larger scale 
than in the past), but also to maintain strict supervision of 
foreign investment. We do not yet appear to have restored an 
export balance available for investment abroad. If, in spite of 
the present state of our trading account with the rest of the 
world, we invest capital abroad we shall merely be using 
foreign funds for that purpose and thereby returning to the 
dangerous position that we occupied in 1931 and which 
necessitated the abandonment of gold. We shall be defeating 
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the purpose of the Exchange Equalisation Fund and destroying 
its power to control the exchange in time of real need and 
strain. Supervision does not necessarily mean restriction, nor 
is restriction easy in the case of existing securities. Evasion is 
now comparatively easy, but it should not be beyond our 
power to devise means to restrict, if necessary, the purchase 
of existing securities from foreigners and thereby facilitate 
subscription to new foreign issues needed to supply capital for 
new development. In present circumstances and for the 
period that really matters the effects of the two types of foreign 
investment differ to a degree that justifies differential treatment. 

The measures that have been described in the above 
paragraphs would enable the Government to foster such a 
rise in prices as would restore economic stability in the sense 
that different items of costs, and the wages and costs of 
different industries, would be restored to their proper relation- 
ship. But we cannot hope for real and sustained economic 
progress until the world returns to gold or (if it can be 
discovered) some other international standard of value that 
will maintain fixed exchanges. Some people continue to 
advocate independent national currencies so controlled as to 
maintain internal price stability. No important country, 
however, can isolate itself financially from the rest of the world 
or insulate its economic system against dangerous contact with 
other systems. Even assuming the possibility of pursuing such 
a policy in an isolated community, the movements of funds 
under present conditions would prove a more disturbing 
influence upon prices and employment than any factor in the 
pre-war system. Moreover, the device of competitive depre- 
ciation would be almost automatically employed by some 
countries and would thereby destroy price stability in others. 
Under no currency system is it possible to pursue a policy 
determined solely by internal considerations, without reference 
to the policies of other countries. The argument in favour of 
a well-managed gold standard has been strengthened rather 
than weakened by the events of the last five years. 

But the world is not yet fit for the gold standard. It is 
largely made up of disunited, self-centred and frightened units, 
ever ready to suspect each other’s intentions and always liable 
to pass from business discussion to personal recrimination. 
The root of our present trouble is political, and the first 
condition of success in the operation of the gold standard is 
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real peace and a readiness to co-operate. The second condition 
is to fix parities of exchange that are appropriate to the relative 
internal cost and price structures. We cannot afford to repeat 
the error committed when the post-war gold standard was 
established. On account of that error the cost structures of 
industries in this and other countries were subjected to an 
intolerable strain, and for this reason they were wrongly 
assumed to have developed a rigidity that made the gold 
standard unworkable. The main cause of difficulty was to be 
found, however, not in the standard as such, but in the sudden 
imposition of over-valued currencies, or unsuitable parities. 
The discovery of appropriate parities of exchange necessitates 
extensive preliminary research into relative costs. At present 
the actual rates are determined by the balance of payments, 
in which movements of funds play such an important part that 
eee economic conditions are apt to be completely 
en. 

In order that the second condition may be fulfilled, it is 
desirable that the gold standard should be restored simul- 
taneously in all those countries that play an important ws 
in world trade. If this were done any attempt to fix an unduly 
favourable rate for any one country would be defeated. If 
such a policy had been adopted on the first occasion many 
subsequent difficulties would have been avoided. Finally, the 
chief countries concerned should enter into an agreement to 
maintain an International Exchange Stabilisation Fund through 
the pooling of the existing funds or appropriate portions of 
such funds. For it is clear that, for some years to come, 
investors in foreign securities will prefer those which are 
easily marketable, and that these may be quickly withdrawn at 
the first sign of financial weakness. If the proposed fund were 
available at the place and time of need the credit of the 
threatened country would be restored and a crisis averted. 
Before the war such assistance was rendered by or through 
the Bank of England, which at that time served as an unofficial 
bank of international settlements. It can do so no longer 
without the assistance of other central banks. That function 
should be performed, in future, by an international bank. 
It should, indeed, be the primary function of the existing 
Bank for International Settlements. 

J. H. Jones. 


January 27th, 1934. 








62 
The Trade Revival 


T is human nature for us to take stock of our position at the 

opening of a New Year, and inasmuch as there is a general 

feeling of optimism abroad, it is as well to pause for a moment 
and see if it has any real basis. As reference to recent issues of 
the Review shows, reports from Provincial centres regarding 
the position of our leading industries have steadily been 
growing more and more hopeful, and there is no doubt that, 
compared with a year ago, trade is more active. The real 
questions are: To what extent has trade improved since a year 
ago? How far can we be said to have restored a normal 
— - prosperity? And is the present trade revival likely 
to last 

The answers to these questions must largely depend upon 
the marshalling of current trade statistics, and we have therefore 
attempted to collect the salient figures and to present them in a 
summarised form. November, 1933, was the latest month for 
which a complete record was available at the time the tables 
were prepared, and, apart from this, the Christmas and New 
Year holidays make December a somewhat unrepresentative 
month. Limitations of space made it impossible to present 
in readable form details for every month of the past year, 
and so it was decided to select every third month for inclusion 
in the table. 

One preliminary word of warning is necessary. Many of 
the figures included in the tables are subject to strong seasonal 
influences. For example, employment in the building trades 
is liable to grow worse in the winter months. Imports of 
foodstuffs and certain raw materials, such as cotton and wool, 
vary greatly between different months. Exports of motor cars 
always iodine immediately before the Autumn show. One or 
two of the general index numbers are corrected for seasonal 
changes, as will be explained in the context. Still, for many 
of the figures a certain amount of caution is needed in interpret- 
ing such changes as may have occurred, for example, between 
May and November of last year. It will be noticed that each 
table shows the actual alteration in the figures which occurred 
during the year ended last November, and here, of course, the 
seasonal factor is automatically eliminated. 

To the public mind, the first test of the business position 
is very rightly the extent of unemployment, and so the first 
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table gives the total figures for unemployment, and also detailed 
figures for a number of leading trades which between them 
provided about half the employment in the country :— 























UNEMPLOYMENT. 
Number 
of Number Unemployed 
| Insured 
- Persons ; 
ustry in | 
Industry; Nov., | Feb., | May, Aug., | Nov., , Change 
July, | 1932 | 1933 | 1933 | 1 1933 | during 
1933 | | | Year 
Coal Mining 1,024 356 | 300 396 | 389 | S11 —45 
Steel Melting and Iron | 
Puddling .. 165 79 74 | &.t = —27 
General Engineering i 528 166 | 163 | 142 | 127 | Ill —55 
Motors, Cycles and Aircraft 261 46 | 49 39 | «44 31 -15 
Shipbuilding and = | 
Repairing... .| 169 | 115 | 15 107 | 99 | 93 | —22 
Cotton iat one _ 500 126 126 137 | 127 | 102 —24 
Wool eae _ ‘i 231 41 4 3 | 2] 22 —20 
Tailoring ... i ink 217 43 39 17 344 | 3S —10 
Boots and Shoes ... we 142 24 | 27 19 | 27 | 2 —2 
Printing ... ... «| 285 29 32 29 | 27 6 i} —3 
Building... 884 265 295 176 | 168 | 188 | —77 
Public Works Contracting... 278 127 | 131 119 | 124 131 | 4 
Distributive Trades --- | 1,992 247 | 268 | 240 | 225 230 -—17 
Total (all industries) as |22.005 2,849 2 915 2, 626 |2459°|2, | —540 





As a rough Vcaspennetion of the total figure i in this table 
it would be correct to say that of every five men out of work in 
November, 1932, one has since found employment. This 
statement should not be interpreted literally, for the un- 
employed are a shifting population, consisting largely of people 
who are in and out of work every few months. In certain 
industries the improvement is very marked. In the woollen 
industry, unemployment has been reduced to half what it was, 
while in steel melting, general engineering and the motor trade 
it has been reduced to two-thirds of its figure for November, 
1932. In building, too, there has been a most welcome reduction 
of 29 per cent., while even in the depressed industry of ship- 
building there has been a reduction of 19 per cent. The least 
satisfactory industries are coal, boots and shoes, printing, 
public works contracting and the distributive trades. 

As far as they go, the figures are encouraging, and there is 
no doubt that the first assault upon our problem of unemploy- 
ment has been successfully delivered. Still, no one can view 
with equanimity the November, 1933, figure of 2,309,000 
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unemployed, and it cannot be pretended that in this respect 
we have yet restored normal prosperity. 

The next table deals with general business activity. It 
embraces such details as coal, iron and steel production, 
railway traffic returns, electricity generation, building activity, 
postal traffic, retail trade, and bank cl s. It concludes 
with the new “ Economist ”’ index number of general business 
activity, and we have reproduced from the same journal its 
index number of building activity and the British Electrical 
and Allied Manufacturers’ Associations’ index number of 
electricity generation. These last three figures are corrected 
for seasonal variation. The electricity generation index number 
is really an index number of electricity consumption, for 
electricity must be consumed as it is made :— 


PRODUCTION AND BUSINESS. 











Nov., | Feb., | May, | Aug., | Nov., ~~ 
| 1932 | 1935 | 1935 | 1953 1933 | Curing 


} 


Coal production (million tons | | 








per week) | 43 | 46 | 39 | 34 | 44 (401 
Pig-iron production (thousand 
tons per month) ane -| 268 271 340 363 | 375 | +107 
Steel production (housed tons | 
per month) | 474 483 600 551 | 695 | +221 
| 


























| 
Electricity Generation index | | 
(1923-24=100).. | 86-0 | 80 | 65 | 80 | 10 | +50 
Building Activity Index (1924= | 
100) ss. vss we wee | 156-0 [154-0 | 184-0 (1970 | 185-0 | +290 
Railway Traffic Receipts | 
(£ million for 4 weeks)— 
(a) | moe aad ee oo | 41 3-8 4-4 75 4-1 — 
(b) Goods . :| 63 | 61 | 59 | 55 | 68 |4+ 05 
(c) Total... :|.104 | 99 | 103 | 130 | 109 | +05 
Postal Traffic Receipts | | 
(& thousand perday) ...| 135 | 127 | 132 | 124 | 130 | + 4 
Retail Trade (change during | | | 
preceding year). | —1-9% | —3-4% | —0-2% | +0-2% | +28%) — 
London Bank Clearings | | 
(£ million for 4 weeks)— | | | 
(a) Metropolitan ... e- | 121 130 123 112 | «164 | + «43 
(6) Country -- | 206 | 211 213 196 | 223 i+ 17 
Provincial Bank Clearings | 
(£ million per month) ~~) Mi mai Mw 98 107 + 5 
| 


“ Economist ” business wed 
index (1924=100) ... | 95-3 96 | 978 (|1011 (102-7 | + 7-4 
| 
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This table is again moderately encouraging. There has 
been a noteworthy recovery in iron and steel production and 
in building activity, while railway traffics appear at last to have 
turned the corner. Retail trade is also becoming more active, 
and bank clearings show that money is circulating more freely 
in the general trade of both London and the country at large. 
Coal production remains disappointing, for practically no net 
— was recorded during the year covered by the 
table. 

Still, once more we have to confess that we have yet to 
restore normal prosperity. In 1929, pig-iron production 
averaged 633,000 tons a month, and lg production 805,000 
tons a month. Railway traffics still fall short of their 1929 level, 
though here the growth of road transportation must be taken 
into account. On the other hand, electricity generation only 
averaged 1022 in 1929, so that there are only 11 points leeway 
to be recovered, while postal receipts are already above the 
1929 level. The figures for bank clearings are not comparable 
with those of 1929, owing to the intervening fall in prices. The 
most encouraging figure is that of the “Economist” business 
index. This suggests that we are already back to the 1924 level. 

It is often argued that unless and until we can win back 
our lost overseas trade, we can only hope for a moderate 
recovery. This argument proceeds from the fact that in former 
years, about one-fourth of our general activity consisted of 
production for export and only three-fourths for the home 
market. Apart from the validity of this argument, the overseas 
trade returns provide a very valuable indication of our general 
business position, for they represent the only continuous 
monthly record of the volume and value of goods in transit 
from producers’ into users’ hands. Admittedly they only 
provide a very incomplete cross-section of the total movement 
of goods, and they lose still further significance at a time when 
the focus of our trade activity may be shifting from overseas 
to the home market. Still, no examination of our general trade 
position can safely ignore the overseas trade returns, and so 
they are summarised in our third and last table. 

Here once more there are signs of a moderate improve- 
ment. Our raw material imports, which provide one of the 
best indications not only of the current state of trade but of 
manufacturers’ views of the immediate outlook, show an 
increase of 24 per cent. in value over last year. Imports of both 
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iron ore and raw cotton are greater in quantity, and the decline 


in raw wool imports is so small as to 


be insignificant. Export 


trade shows some improvement, and the details of the table 
show that it is very general. In no single case quoted in the 
table did we export less in November, 1933, than in November, 


OVERSEAS TRADE. 





| 
































} 
r | Feb., | May, | Aug., | Nov., oa 
1933 | 1933 1933 1933 Sear” 
| | | | 
(a) Val IMPORTS 
a ue— 
Foodstuffs (£ million) | 343) 252) WO} 270! 320, — 23 
Raw ——— (£ million) ... 13-7 | 13-2 14-5 16-4 | 170 + 33 
Manufactured Goods 
(£ million) a | 13-2 10-5 12-6 130) 145 + 13 
Total (£ million) 61-5 49-1 57-3 56-8 63-7 + 2-2 
(5) Quantities— | 
= a a oe | 216 251 240 | 271 F 105 
ousan | gas 
Raw Cotton (centals thousand) 1, ue 1,016 952 1,134 | 1,641 |+ 195 
Sheep’s and Lambs’ Wool — . mt 
(centals thousand) 666 | 1,024 a, 461 | 627 — 
Rubber (centals thousand)... | 174 233 314 161 166 i- 8 
(a) Val et | | | | 
a ve— } 
Foodstuffs (£ million) eee 3-2 | 2-3 2-2 2:3 | 29'\— 083 
a ee —— 4-1 | 3-4 4-2 38 | 43\— 02 
‘acture 
(£ million) vee eee | 25H] OG] 623-5] 23-9!) «25-7/4 32 
(Oa (£ million) ie 31-1 | 27:9 30-8 31-0 | 34-4 (+ 3-3 
uantities— 
Coal (tons thousand) .| 3,391 | 2,925 (|3,670 | 3,202 | 3,607 4 21-6 
Iron and Steel (tons thousand) | 170 | 136 179 155 | 184 [+ 14 
Machinery (tons thousand)... | 22 19 24 23, 28 [+ 
— — (Ibs. million) .. 9-9 11-9 10-9 11-0 127+ 28 
tton Piece-goods s yds. | | 
~~ a . é - . | 1592) 194-6)| 168-7; 1490, 1705 \+ 11:3 
collen Tissues 5a. 
a ; yas. | |3,708 | 5,162 | 4,070 | 6,742 (5,159 |+1,451 
orste issues 54. 
Pay >. ‘ rs | 1,814 3,325 2,045 | 3,747 2,730 + 916 
en Piece- ‘ods s' | 
thousand) .. , i | | 5,906 | 6,674 |6,030 (6,132 (6,024 + 118 
Motor Cars (number) ont 3, 732 3,205 2,197 2,218 3,771 + 39 
oa We RE-EXPORTS | 
a ue— 
Total (£ million) ...  «.. 41) 45 38 43 36\-— 05 
(6) Quantities— 
Raw Cotton (centals thousand) 54 27 42 39 55 i+ 1 
Sheep’s and Lambs’ wae 
(centals thousand) ‘ 265 | 366 248 25 140 — 125 
Rubber (centals thousand)...| 40 | 72 | 63 99 | 3 |+ & 
bar? ey under wae | 
(£ million) on 2:3 1-9 1:8 23) 20\— 03 
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1932. Re-export trade remains at a low ebb. It is clear that 
the world depression and world trade and exchange restrictions 
have crippled our entrepét trade. 

_ It remains to sum up the results of this examination. There 
is no doubt that there has been a definite improvement in trade 
during recent months, and to judge from current reports there 
is no sign of it coming to an abrupt or early end. At the same 
time, we still have much leeway to recover, and we cannot 
rest content with the present level of activity. As regards the 
future it is impossible to make more than a few tentative and 
general suggestions, but confining ourselves for the moment to 
our internal trade, there is one question which needs much 
closer investigation than it has yet received. The industrial 
activity of a country can be divided roughly into two groups, 
namely, the production of goods for immediate consumption 
and the production of “ capital ’’ goods, namely, buildings, 
machinery and equipment which are used in making other goods 
and are usually paid for out of capital. The question is, in 
which of these two groups has the improvement been most 
marked, and in which is a further improvement most needed ? 
To mention but one of the implications of this question, if the 
improvement is most needed in the capital goods section, then 
every effort should be made to encourage the accumulation and 
profitable investment of capital in those channels where there 
is the greatest demand for it. If the production and sale of 
consumption goods is lagging behind, then attention should 
be directed towards raising the purchasing power of the 
population of the country. The bearing of this question upon 
our future budget policy, including the claims of the tax-payer 
and the victims of the “ cuts” of 1931, is only one of many 
points that at once come to mind. 

Next there is the wider question of the outlook for overseas 
trade. What proportion of our lost overseas markets are we 
likely to recover, and what proportion has permanently dis- 
appeared ? If we take a pessimistic view of this question, then 
we must face the need for a reorientation of our productive 
system, so that we manufacture more for ourselves and less 
for foreign markets. This means a readjustment of our manu- 
facturing system. Certain industries will have to contract, and 
others be expanded in their place. The process of changing 
will not be easy, and for a time at least it will not facilitate the 
reduction of unemployment. 
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As regards our immediate overseas trade outlook, much 
depends upon the course of events in the United States, and 
on the future relation between the pound and the dollar. If 
the dollar is to remain permanently depreciated below parity 
with the pound, then apart from an equivalent rise in American 
prices, we must look for increased American competition in 
common markets,such as South America. Much, too, depends 
upon European political developments, and here the mere 
statement of the problem shows how difficult it is to forecast 
the future. Another question for the future is that of the trend 
of prices of primary commodities and the purchasing power of 
the wide areas of the world engaged in their production. Here 
it is possible to hope for a further slight improvement. 

till, all this must remain for the future to unfold. What 
we can say to-day is that we have made some — towards 
recovery, and that the limited outlook afforded by our internal 
trade alone is encouraging. At least we can enter upon 1934 
with more hopeful feelings than those with which we envisaged 


1933 a year ago. 
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Notes of the Month 


The Money Market——The end of the year passed fairly 
easily, but approximately £25 millions had to be borrowed 
from the Bank of England in order to replace the money called 
from the market by the banks. Since then the main influence 
has .been the steady influx of revenue and the progressive 
reduction of the floating debt. On December 3oth, the total 
Treasury bill issue was £939 millions, of which £597 millions 
had been allotted by tender during the preceding thirteen weeks, 
but by January 27th, the Treasury bill issue had been reduced 
to £893 millions, and tender allotments then totalled only 
£547 millions. This contraction in the supply of Treasury 
bills made it difficult for the clearing banks to enforce minimum 
discount rates, for while they successfully kept their own buying 
rate for three months’ Treasury bills at 1 per cent., they had 
to buy shorter dates at an agreed rate of }§ per cent., while 
other buyers of three months’ Treasury bills were ready to 
deal at little better than § per cent. Revenue collection 
was the cause of a certain shortage of money during the 
month. There was a fair demand for clearing bank money at 
the minimum rate of 1 per cent., and outside lenders were able 
to obtain ? per cent. during the whole of January. 

The Foreign Exchanges—Important changes occurred 
during January in the status of the dollar. At the beginning 
of the month, President Roosevelt announced the introduction 
of legislation reducing the gold content of the dollar to a 
maximum of 60 per cent. of its former gold content, and 
empowering the Treasury to take over all monetary gold 
stocks in the United States in exchange for gold certificates at 
their former par value. The gold was then to be revalued, and 
the profit accruing to the Treasury from this operation was 
to be used to set up an Exchange Stabilisation Fund and for 
other purposes. The necessary legislation was passed during 
January, and at the end of the month the Administration 
announced that the gold content of the dollar would be reduced 
to 59-05 per cent., and that the official price of gold would be 
fixed at the equivalent figuic of 35 cents per ounce. It was 
further announced that this price would apply to gold of both 
domestic and foreign origin, and that the Reserve Banks would, 
when necessary, sell gold for export at thisprice. —Theimmediate 
impression after these declarations was that the United States 
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had returned to the gold bullion standard with the important 
exception that the Administration is free to vary from time to 
time the gold content of the dollar within the statutory limits 
of 50 and 60 per cent., and also to alter accordingly the official 

rice of gold. Gold, of course, ceases to circulate internally. 

hese developments constitute a qualified return to gold on 
the part of the United States, and so it is not surprising that 
during the whole of January there was a general revival of 
confidence in the dollar, reflected in a steady return of funds 
from Europe to the United States. As a result of this the 
pound appreciated against the dollar from $5.15 on January 3rd 
to $4-974 on January 31st. The franc, however, rose against 
the dollar from 6-21 to 6-27 cents, but here it must be 
remembered that the dollar-franc parity rate corresponding to 
the gold value of the franc and the new American gold price of 
$35 per ounce is as high as 6.63 cents. Thus it was natural 
for the New York-Paris exchange rate to move towards this 
point. An immediate consequence of the restoration of the 
gold bullion standard in the United States and the repatriation 
of American funds was the resumption of gold shipments from 
Europe to the United States. Large quantities were shipped 
from London and Paris during the first week of February, and 
this movement was intensified by the failure of the franc to 
continue its rise towards its new parity with the dollar; for by 
February 5th it had reacted to 6-19 cents. This reaction was 
due both to the French political difficulties of early February, 
and also to a general fear that one consequence of the drastic 
devaluation of the dollar in terms of the franc as well as of 
gold would be that France would experience difficulty in main- 
taining the gold standard. The other interesting event of the 
month was the decision of the Argentine Government to peg 
the peso against sterling instead of against the franc. The 
official rate fixed initially was 15 paper pesos per pound 
sterling. As 44 gold pesos equal 100 paper pesos, the gold 
peso becomes worth at its official rate approximately 363d. 
The unofficial rate, at which open market dealings are taking 
place, is 28d. The Argentine has thus definitely entered 
the sterling area. 

The Stock Exchange-—The New Year opened well, but 
President Roosevelt’s announcement on monetary policy at 
once restored American confidence in the dollar, and led to a 
certain transfer of funds from British to American securities. 
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This movement was accentuated by the fact that higher bond 
yields are obtainable in New York than in London. As a 
result of this, the improvement in both British gilt-edged stocks 
and industrial securities was checked, and while no actual 
set-back in prices occurred, little further progress was made 
during the month. Home railway issues have remained firm, 
but little fresh buying has been in evidence, as investors were 
awaiting the annual reports. Towards the end of January 
there was a speculative rise in rubber shares, based on rumours, 
since denied, of the impending introduction of restriction in the 
Dutch East Indies. The oil market has been strong on hopes 
that the introduction of a N.R.A. code in the United States 
would place production on a sounder basis. Gold mining 
shares improved sharply during early February on the advance 
in the London price of gold, but during January there was 
heavy selling of one or two shares. Rhodesian copper shares 
were fairly active as the result of good quarterly output 
returns. Tea shares were quiet but firm. 


Overseas Trade.—The December trade returns were not 
quite so good as those of the preceding month, for imports 
declined from £63-7 to £63-2 millions, and British exports 
from £34°4 to £30°4 millions. Still, raw material imports 
recorded a further advance from £17-0 to £18-g9 millions, and 
the set-back in the total figures is easily explained by the 
interruption to business caused by the Christmas and New 
Year holidays. The returns for the complete year are 
summarised below :— 











Year | Year | increase (+) 

Description 1932 1933 2 (-) 
£mn | £mn. | £ mn. 
Total Imports ...0 0... 0 wee os 701-7 | 675-8 | 25-9 
Retained Imports axe one _ 650-7 | 626-7 | -—24-0 
Raw Material Imports ... sii =n 164-6 | 180-4 | +15-8 
Manufactured Goods Imports ... ee 157-8 151-1 — 67 
Total Exports, British Goods ... eas 365-0 | 367-4 + 2-4 
Coal Exports... 00 0 0 wees 31-6 | 31-4 — 0-2 
Iron and Steel Exports ... oon ee 28-0 29-9 | + 41:9 
Cotton Exports... 0. eee eee 62:8 | 58-9 | — 3-9 
British Manufactured Goods Exports ... 275-6 | 280-4 | + 48 
Re-exports oe eee eve ove 51-0 | 49-1 | -1°9 
Total Exports... es ses da 416-0 | 416-5 | + 0°5 
Visible Trade Balance ... oes vo | 285-7 | —259-3 | +26°4 
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On the whole, the year’s results are satisfactory. There 
is a gratifying improvement in raw material imports, and also 
in exports of British manufactured goods. The latter figure 
shows that 1933 was a better year than 1932, while the rise in 
raw material imports, which gathered momentum as the year 
progressed, holds out distinctly promising prospects at least 
for the early months of 1934. The adverse trade balance 
for 1933 was £259°3 millions. This is a slightly higher figure 
than at one time seemed possible, and conceivably our complete 
balance of payments for the year will be a few millions on the 
wrong side. Even so, we can claim to have practically made 
good the huge deficit of £110 millions recorded in 1931. 











Home Reports 





Agriculture 
England and Wales.—According to an official report, work 
on the land is well advanced. he area sown to wheat is 


estimated to be about 6 per cent. greater than at the end of 
1932. Autumn-sown crops germinated well, and the December 
frosts did not have any serious retarding effect. Breeding ewes 
and sheep have been doing well, and cattle are mainly in fair 
condition. Milk yields are fairly well maintained. At the 
New Year there were no indications of any serious prospective 
shortage in winter keep. 

Scotland.—Unsettled weather conditions during Jan 
have had little effect on the progress made with farm on 
which is very well advanced for the season of the year. The 
winter wheat crop continues to look strong and vigorous. The 
Scottish grain markets have not yet shown any signs of respond- 
ing to the change in the duty on oats to 3s. per cwt., and 
although there has been a slight improvement in the potato 
trade, business is still very quiet. supplies have been 
forward in the livestock markets with prime qualities making 
rather better prices. 

Coal 

Hull.—There is an exceedingly good home demand and 
as the export demand is also fairly strong, collieries are very 
well stemmed and prices consequently rule at high levels. 

Newcastle-upon-Tyne.—Trade for Durham coking gas and 
large steams has improved, and the demand for all classes of 
Northumberland coal is exceptionally strong. Most collieries 
are booked up for the next two or three months. 

Sheffield.—Industrial fuels are selling well, largely because 
of the revival in the steel trade. House coal is moving steadily 
into consumption, and stocks are lighter. Export business 
remains fairly steady. 

Cardiff—Considerable disorganisation was caused in 
January by the heavy gales and the consequent delays to 
shipping. There is a fair enquiry for large dry coals, and sized 
grades are scarce. There is a strong demand for coke, and 
supplies of many grades are now difficult to obtain for early 
delivery. Sales of patent fuel are poor. 
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Newport.—Total shipments during 1933 were 2,629,000 
tons, or a decrease of 250,000 tons below those of the previous 
year. The chief declines were in shipments to France, Italy and 
the Irish Free State. Foreign shipments for the first week of 
1934 were 11,000 tons greater than those for the first week 
of the preceding year. 

Swansea.—The market remains very irregular. Best 
anthracites are strong, but there is little support for other 
grades. Steam coals, with the exception of dry qualities, are 
inactive, and there is a poor enquiry for bunker coals. 

East of Scotland.—Both in Fife and the Lothians the 
position of steam coal shows little change and this quality 
continues scarce. Washed fuels are also in demand, but trebles 
have latterly become a dull market. Early in January, the 
demand for household coal fell away, owing to the milder 
weather. 

Glasgow.—Collieries were well employed up to the middle 
of January. Since then inland demand for ome coal has 
declined, and export business hasalsoreceded. In consequence, 
— has once more begun to exceed demand, so that more 
coal became available for export, and prices became easier. 


Iron and Steel 


Birmingham.—Increased activity is evident, and the demand 
for pig-iron is strong. Light foundries report steady business. 
Trade in semi-products is good, but the sheet and tinplate 
branches are rather quiet, while in small steel bars trade is 
perhaps not quite so good as of late. 

Sheffield——The New Year has opened well, with good 
prospects of a maintenance of the recent high level of pro- 
duction and turnover. All branches of the steel trade are well 
employed, and order books bear a healthy appearance. There 
is no doubt that the corner has been turned. 


Tees-side.—Production of iron and steel expands steadily 
and makers are assured of employment for plant now in 
operation for two or three months ahead. Three additional 
blast furnaces have been blown in, and more steel plant has 
been put into commission. Four further blast furnaces are 
being prepared, and this increase in production is necessary 
to enable makers to meet the demand of the market and the 
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steel works. Output of semi-finished steel is heavy, there is 
more enquiry for structural materials, and recent shipbuilding 
contracts have brought small but welcome orders for ship- 
building specifications. 

Wolverhampton.—Demand for castings has greatly in- 
creased, and foundries are working to capacity. 


Newport.—Several works in the district are now fully 
employed, but the blast furnaces at Ebbw Vale and Blaenavon 
remain idle. Still, it is anticipated that they will soon be 
re-opened. 


Swansea.—The tinplate trade is fairly well supplied with 
orders, for it has enough work on hand to keep mills occupied 
at 60 per cent. of capacity for the next three months. Buyers, 
however, are not placing fresh orders very freely, as they are 
waiting to determine the effects of the recent changes in 
American monetary policy. The improvement in the steel 
trade is well maintained. 


Glasgow.—Steel works are well employed, and there are 
indications of a further increase in production. There is a 
good demand for heavy steel, especially from shipbuilders, 
and although export business is quieter, considerable tonnages 
are being rolled by the mills. There is a good home demand 
for all gauges of steel sheets. Tube makers are doing a 
moderate trade, with the exception of the full-weld section 
which is dull through lack of export orders. Business is 
needed by wrought-iron workers, and also by steel re-rollers 
who are faced with Continental competition in the home 
market for small bars. An improvement in the demand for 
pig-iron is reflected in the re-opening of fresh furnaces. 


Engineering 


Birmingham.—All branches continue to make steady 
progress. Encouraging reports have been received from the 
heavy sections. There is little evidence of the usual seasonal 
recession in the motor industry. Production is in many cases 
still behind delivery, and manufacturers are working hard on 
prompt orders. In some cases the supply of cars for the 
export trade is inadequate owing to the heavy home demand. 
The edge-tool trade is fairly good. Business is well maintained 
in nearly all sections of the electrical industry. 
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Coventry.—The motor trade is very active, but difficulty 
is being experienced in obtaining adequate supplies of raw 
materials. The motor-cycle and pedal-cycle trades are well 
employed. 

Leeds.—Last month’s improvement is well maintained. 


Luton.—The demand for private cars and trade vehicles 
remains very brisk, and both sections of the industry are fully 
employed. Export trade is good. Hydraulic engineers report 
that trade is improving, and prospects for general engineers 
are very encouraging. Foundry-makers report a big improve- 
ment over last year, and are now very busy. 

Sheffield —Good orders have been received by engineers 
during the past month. These have come mainly from the 
home market, but there are signs of increasing activity in 
the rt trade. Business in the tool trade is good, and the 
outlook is very encouraging. Some makers are finding it 
difficult to give satisfactory deliveries, and prices are hardening. 

Wolverhampton.—Makers of internal combustion engines 
are having to extend their plant to cope with the increased 
demand. Electrical engineers are busy. Makers of small 
requisites are fully extended, and suppliers of electrical 
machinery have good orders in hand. 

Glasgow.—Since the New Year, Clyde shipbuilders have 
received contracts for a number of oil ers and also 
Admiralty orders for four destroyers and two sloops. Thus, 
while the industry is a long way below normal, the year has 
opened well, and there is a prospect that the year’s output of 
tonnage will be moderately good. This revival has also 
benefited marine engineers. Shipbuilding and engineering 
orders to the value of fully £1,000,000 have been booked, and 
as a considerable number of enquiries for marine engines are 
now circulating, there is a good chance that a fair number of 
contracts will be placed in March. 


Metal and Hardware Trades 





Birmingham.—The improvement in the cold-rolled brass 
and copper section is well maintained. Rolling mills are busy, 
and a satisfactory number of contracts are in hand. 
business is quite good. There is a sustained demand for metal 
small-wares. Raw material prices are inclined to harden. The 
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American situation is causing some uncertainty, but it is not 
expected that copper prices will be greatly affected. 


Sheffield.—Although the Christmas demand for cutlery and 
plate ended some time ago, there is still a substantial amount 
of work in hand. Orders from the catering and hotel trades 
show a marked improvement, and shopkeepers are also buying 
more freely. There is a pleasing improvement in the demand 
for better-class articles. 


Wolverhampton.—The edge-tool trade is more active than 
it has been for several years. There is a particularly brisk 
home demand for aluminium ware. 


Cotton 


Liverpool.—There has been some improvement in the 
demand for raw cotton, the price of which has advanced. 
Futures business also has been on a noticeably larger scale. 
The main influences on the speculative side have centred in 
heavy trade buying in New York following the President's 
message to Congress, and the possibility of the introduction of 
legislation to control ginning. The bullish trend of Egyptian 
futures was a further factor in a market which, throughout the 
month, has manifested a distinctly better tone. Manchester 
reports have, for the most part, been more encouraging than of 
late, but the higher basis ruling in actual has tended to retard 
the sale of cloth, exports of which for 1933 show a quantitative 
decline of 40 million yards on those of the preceding year. 
A continuance of the better sentiment which has prevailed 
depends almost entirely on the American situation, which 
throughout the past year has dominated the market to the 
exclusion of all other factors. 


Wool 


Bradford.—A strong demand for all qualities of wool 
continues, and prices have risen to a point which makes it 
difficult to do business in the fine grades of tops. Crossbreds 
are therefore receiving exceptional attention. Spinners are not 
finding it easy to keep up with the advancing prices. 

Huddersfield —Demand for woollens and medium quality 
worsteds is well maintained, and the outlook is viewed with 
confidence. Unemployment is lower than it has been since 
1926. 
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Hawick.—In the Border tweed trade, looms are only 
running to 50 per cent. of capacity and few new orders are 
coming forward. The patterns for next winter have now been 
shown and while they have not so far been taken up particularly 
well, merchants are hopeful that with the more limited range 
of selections available, trade will develop within the next month 
or two. Meantime the price of wool remains firm at the higher 
level. The hosiery branch is quiet with some falling off in the 
demand for knitted woollen goods. Spinners and dyers could 
also cope with more work. 


Other Textiles 


Wolverhampton.—The decision of Courtaulds to increase 
rayon production by 30 per cent. is indicative of the state of 
the industry. Their Wolverhampton factory has been working 
at full capacity for several aie. 

Dundee.—Raw jute has hardened in price, but without any 
increase in yarn or cloth prices. At the moment business is 
somewhat restricted. 

Dunfermline.—The rise in flax prices has recently brought 
about keener enquiry in the Fifeshire linen trade, and rates for 
yarn and cloth have now reached a reasonable level. Buyers 
see that under existing conditions they cannot hope for more 
favourable terms, and with the home trade showing increased 
interest and business with the United States also quickening 
a little at times, the outlook is regarded more hopefully. 


Clothing, Leather and Boots 


Bristol.—Clothiers report an expansion in business during 
the latter months of 1933. Orders for future delivery are 
mostly larger, and a better feeling is prevalent. The recent 
rise in the price of cloth has stimulated trade. As regards the 
leather trade, hides have advanced considerably in price, and 
the market is firmer. Medium and light-weight bends are 
selling moderately well, and there is a better demand for 
bends for the repairing trade. Conditions in the boot and 
shoe trade show a distinct improvement. Spring orders have 
been placed earlier than usual. This may be due to the early 
date of Easter, but there are prospects of an improvement in 
business during the coming season. 

Leeds,—The clothing trade continues to be well employed. 
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Luton.—The ladies’ hat trade reports that prospects for a 
successful Spring season are very promising. 


Northampton.—The boot and shoe trade is quiet, and export 
business has signs of falling even below its low level of the 
— few months. Light leather manufacturers are fairly busy, 

ut are feeling anxious over the effects of current American 
monetary developments. 


Shipping 

Hull.—Tonnage is in ample demand, and rates remain low. 

Liverpool.—Activity in the port is well maintained, 
a in shipments from Australia and the Far East. There 
have also been fair bookings for miscellaneous outward cargoes. 
There is no appreciable improvement in freights, but a better 
business has been done on River Plate account, and Eastern 
rates remain steady. Outward coal tonnage has been offering 
less readily. Black Sea loadings have fallen off, and the Atlantic- 
American market remains quiet. 


Newcastle-upon-Tyne.—Chartering is steady. Rates have 
distinctly improved during the past month, but are still far 
from remunerative. 


Cardiff.—The freight market is easy, with no improvement. 
Demand is poor, especially for the smaller vessels. 


Newport.—The number of vessels laid up has been 
reduced from ten to six. Freights remain unremunerative. 


East of Scotland.—There has been the usual seasonal 
activity at Leith, with considerable grain arrivals. Coal ship- 
ments have been easier, with only a dozen vessels on loading 
turn at Forth coaling ports in the middle of January. 


Glasgow.—Tonnage to load coal is only in quiet demand. 
Business is very limited, but although tonnage is plentiful, 
rates are not fluctuating appreciably. Considerable quantities of 
coal are being shipped abroad, largely against f.o.b. contracts. 


Foodstuffs 


Liverpool, grain—The wheat market has ruled somewhat 
er than of late, and a fair business has been done in all descrip- 
tions, with Australian and Canadian to the fore. The steadier 
tone is attributed to the better sentiment obtaining in stock and 
commodity markets generally, and in part to the expected 
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effect on Far East purchasing power of American measures 
in regard to silver. As distinct from maize—the port’s hand- 
lings of which, in Plate parcels, have been large 
and sales heavy ipments of wheat to this country and the 
Continent have been relatively small, and this fact is also 
reflected in the steadier price-level. Millers are still unwilling 
to enlarge their commitments, and trade in flour has been dull, 

articularly as regards foreign imports. A point of interest 
in wheat is the reserve of Russia in her export offerings. In 
face of crop reports, which indicate a likely heavy yield, this 
attitude is surprising, but political tension in the Far East may be 
partly answerable. The estimate of the American winter 
crop was less by 200 million bushels than that of 1932-3. 

Liverpool, provisions.—Higher prices have ruled this month 
in Continental bacon, and the market for American hams has 
similarly advanced. An improving demand for canned meats 
and fruits has also been experienced. A good business has been 
done in butter, notably in Empire descriptions, but supplies, 
both actual and prospective, are such that prices remain low. 
Comment is made of the fact that production in New Zealand 
shows an increase of 16 per cent. over that of 1932, which in 
itself was a record year. Cheese has been a disappointing trade, 
and it is surmised that the market is being influenced by the 
heavy supplies of English cheeses on offer. 

Fishing 

Brixham.—December landings were considerably heavier 
than for the previous month, and prices slightly advanced. 
Herrings continued scarce. 

Lowestoft.—Landings in December showed an increase 
over the previous month, mainly as regards cod, haddock and 
herrings. Towards the end of December several of the quotas 
allocated to foreign countries were exhausted, but immediately 
prior to these exhaustions some heavy consignments were sent 
to England. Their arrival intensified the decline in prices 
which usually occurs just before Christmas. The East Anglian 
herring fishery was unusually prolonged, and vessels continued 
to arrive at Lowestoft and Continental ports with satisfactory 
catches right up to Christmas. 

Penzance.—The herring fishing in West Cornwall, and also 
at Plymouth, has been the worst for marty years. About 200 
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Cornish boats have been fishing out of Plymouth this season, 
and not one has been able to clear expenses. There is a wide- 
spread feeling that Government action is needed to save the 
industry from extinction. 


Scotland.—Winter herring fishing off the Forth opened in 
the middle of January. Some good catches have been landed 
and sold at favourable prices. Takings of line fish have been 
fair, and prices have remained firm. 


Other Industries 


Paper-making and Printing.—The rather better feeling in 
the Edinburgh paper-making trade continues, and demand on 
home account has been fairly active during the month. Export 
business, however, shows little improvement. The printing 
trade remains dull, particularly the commercial side which 
depends so largely on the general industrial position. 


Pottery.—Longton reports that business is rather quiet 
after Christmas, but the tone is better than this time last year. 
The Board of Trade returns show that pottery exports were 
better for December, but on the whole year total shipments 
were less than 1932, namely, £2,885,007 against £2,954,006. 
A welcome feature is that a much-improved trade was done 
with Brazil, Argentina and Australia. 


Timber.—Cardiff reports the pitwood market to be better. 
Arrivals were delayed by the stormy weather, and prices 
consequently hardened. Hull reports that the most important 
event of the month has been the decision of the Government 
to restrict the import of Russian timber to 350,000 standards— 
a reduction of approximately 85,000 standards—and that 
the Fall Clause must be excluded from any contract 
between timber distributors and shippers. The decision to 
reduce the quantity was not unexpected by importers, but few 
anticipated that the Government would interfere with any 
clauses in the contract. Prices have since been firm, but 
importers have not purchased any large quantity of Scandinavian 
stocks, for it is realised that the reduction is not so very drastic. 
On hearing the news of the restrictions on Russian goods, 
Swedish shippers advanced their prices by 5s. to 10s. per 
standard and are not keen sellers at the present time. Canadian 
prices remain largely unchanged. 
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Overseas Reports 
Australia 


From the National Bank of Australasia Limited 

Confidence has been stimulated by the improvement in 
general purchasing power and the revival in secondary indus- 
tries which became apparent in December. Employment, too, 
has increased, and industrial stocks and shares have risen on 
the strength of larger profits. The market rise in wool, the 
savings through loan conversions abroad, the lowering of 
taxation rates and the decline of interest rates have all con- 
tributed towards an optimistic view of the future. On the 
other hand the low prices of butter and wheat are somewhat 
disturbing factors. e wheat harvest estimate is 160 million 
bushels. Pastoral conditions are favourable. 


Canada 





From the Imperial Bank of Canada 


The Christmas retail trade was the best recorded since the 
depression set in, and is regarded as confirmation of the general 
improvement that has been taking place for some time past. 
The business index of the Dominion Bureau of Statistics is 
17 per cent. higher than a year ago. Car loadings, railway 
earnings, bank clearings and bank debits all show a remarkable 
improvement, and wholesale prices have made a substantial 
recovery. The volume of employment has increased by 
12°5 per cent. between June and November. Metal production 
of all kinds has increased and it is understood that there is a 
larger volume of construction work projected than at any 
time during the last two years. Difficult problems ——s 
wheat marketing, the railways and public financing have sti 
to be solved, but the New Year has been entered upon with 
growing confidence. 


India 





Bombay.—American monetary policy and Indo-Japanese 
negotiations have restricted activity in the cotton market. 
Supplies are increasing, but except for a moderate quantity taken 
by China, demand is very poor. Rains have unfavourably 
affected the quality of growing cotton, but the All-Indian 
cotton forecast shows an increase of g per cent. in the area sown. 
The demand for Manchester goods in December was limited. 





~~ 
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The market ruled quiet and sales from stock of Japanese goods 
were only moderate. Enquiries for local goods have fallen off 
and rates are easier. 


Calcutta.—Business in loose jute was dull up to the close 
of last year, but sellers remained very reserved. Early in 
January the mills began to display greater interest, and a fair 
trade developed at advancing prices. Baled jute prices also 
advanced in sympathy, but business was limited. The tea 
market has been strong with a general rise in prices. There 
was keen competition among the large blending houses for 
broken grades. Offerings showed some improvement in 
quality, some attractive autumnal invoices from Darjeeling 
and the Dooars being catalogued. 


Rangoon.—The old rice season closed in November, and 
as new crop business was late in starting, practically no business 
passed in December. In fact up to the end of the year 
practically no dealings in new crop rice for 1934 delivery 
had taken place with Europe or any other market. 


Irish Free State 


Though the prospect for winter feeding of livestock 
remains good, the continued drought during December 
caused a shortage of water in many districts. Dublin cattle 
markets and provincial fairs have been on the small side. 
Owing to the imposition of the British quota on January tst, 
exports from the Free State have been made subject to the 
licence of the Department of Agriculture. The falling off in 
deposits shown in the Bank balance sheets (which are largely 
— to Savings Bank oe in England) is indicative 
of continuing depression in Ireland, and the continual political 
uncertainty is regarded as a serious obstacle in the way of any 
possible trade improvement. 





France 
From Lloyds & National Provincial Foreign Bank Limited 
The adverse visible trade balance for the first eleven 
months of 1933 amounted to Frs.9,909 millions as com- 
pared with Frs.9,057 millions for the corresponding period 
of 1932. The tone on the Stock Exchange remained 
satisfactory. 
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Bordeaux.—As is usual at this time of the year the wine 
trade is quiet but firm. There is a good demand for resin on 
a firm market, but business is scarce, as sellers are expecting 
higher prices. 

Le Havre—Only minor price changes occurred in the 
cotton market, and the situation in America still exercises an 
unsettling influence. Still, confidence is reviving and better 
times are anticipated in 1934. This optimism has spread, too, 
to the coffee trade, and an appreciable rise in quotations has 
taken place during the last few weeks. Stocks are small 
throughout Europe and the rise in price is likely to be 
maintained. 

Lille—Flax spinners have agreed to restrict working 
hours to 160 per month, and this, coupled with the firm 
tendency of the raw material, has resulted in a rise in the price 
of yarn. Trade is poor in the fine cotton spinning section and 
prices low, while the weaving section is quiet with a firm 
tendency. 

Marseilles.—Prices of olive oil have continued to harden 
as the cold weather during December has caused heavy damage 
to the ungathered crops in Spain and Northern Africa. 
Business in ground-nuts has been fairly active at much lower 
prices than last month. Contradictory rumours of further 
measures in the customs duties on ground-nuts and copra have 
affected markets. 

Roubaix.—Wool prices continue firm, but behind 
world prices. Few combing mills are working full time. 
Apart from knitting yarns, spinning is far from satisfactory 
and the export trade is practically dead. Unemployment is on 
the increase, and pessimism prevails. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 

Brussels—The demand for domestic coal remains satis- 
factory and there is again a slight increase in sales to France. 
Otherwise there is no change in the position. The Frs.1o tax 
on coal imports is to be provisionally maintained. The 
tendency in iron and steel is rather better with an intensive 
—_ for semi-finished products from England, Roumania 
an y: 
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Germany 


This winter no deterioration has been noticeable in the 
general trade position. This, of course, is partly due to the 
absorption of labour in the Government’s public works 
programme, Unemployment increased slightly from 3,714,000 
in November to 4,058,000 in December, but this increase was 
less than the normal seasonal movement. Coal production 
averaged 419,000 tons per day in December, against 408,000 
tons per day in November. Pig-iron production rose from 
17,000 tons per day in November to 17,200 tons in December, 
and steel production rose from 30,200 to 30,400 tons per day. 
Exports rose from Rm.394 millions in November to Rm.424 
millions in December, while imports rose from Rm.351 to 
Rm.374 millions. The export surplus therefore increased 
from Rm.43 to Rm.45 millions. 


Holland 


The Government has introduced a new Bill to co-ordinate 
subsidies to agriculture, which aims at setting up an Agricultural 
Crisis Fund into which all agricultural levies will be paid and 
from which subsidies will be distributed. Wholesale food 
prices are advancing rapidly, the total increase between June 
and December being from 72 to 82, against a rise in wholesale 
prices generally from 73 to 77. The cost-of-living is also 
tending to rise, and the increase will be accentuated by the new 
4 per cent. turnover tax. The outlook generally is more 
optimistic. Unemployment shows an inclination to decrease 
while there is increased activity in the building trade, in the 
diamond industry and in the manufacture of railway material. 


Norway 
Looking back over the past year, it may be said that 1933 
was relatively satisfactory. There were no serious labour 
disputes, and most industries were worki on the basis 
of agreements that do not expire until 1935. There was a very 
moderate increase in unemployment, from 41,571 in December, 
1932, to 42,595 a year later, and this is easily explained by a 
slight increase in the employable population. Seatiieaninen 
ture improved, timber prices were a little higher, and the 
great fisheries yielded better results after a bad start to the year. 





86 


As regards shipping, freights remained unsatisfactory, but the 
quantity of idle tonnage was reduced during the year from 
952,345 to 672,262 tons d.w. The krone has been stabilised 
against sterling at a rate of Kr.19-90 (against parity of Kr.18-15 
to the pound), and this has proved of great assistance to the 
economic life of the country. The draft budget for 1934-35 
has been published. Largely owing to the increased cost of 
crisis relief measures expenditure is Kr.23-5 millions higher 
than in the previous year. This enditure is regarded as 
extraordinary, and is to be pal by borrowing, as the 
Government consider it impracticable to increase taxation. 


Sweden 


Foreign trade has continued to improve. Exports are 
increasing both in quantity and value, while imports have shown 
little change. Sales of timber have proceeded quietly with 
prices firm. Up to the middle of January about 200,000 
standards had been sold. Buyers of wood-pulp have been 
fairly keen since the turn of the year, and about the current 
year’s output has already been placed. The sale of “ Kraft” 
paper has been far more lively than usual, and orders for 
chemical pulp for paper-making have been coming in well. 
The gradual improvement in the iron industry continues, and 

roduction is maintained at a considerably higher level than 
- year. Water shortage has hampered the industry in certain 
istricts. 





Denmark 


Thanks to legislative measures and higher bacon prices, 
agriculture did better in 1933 than in the previous year. Build- 
ing was very active, and shipbuilding has improved. The 
outlook, however, is somewhat discouraging and uncertain, 
butter having collapsed to Kr.132 last week, which is the lowest 
ae recorded since 1894, while eggs have gone down from 

150 to Kr.r10. Bacon prices alone are encouraging with a 
rise from Kr.128 to Kr.144, against Kr.78 a year ago. 
Unemployment is rapidly rising. The peak was reached on the 
5th January at 140,112, and the reduction of unemployment has 
now become one of the most important points in the Govern- 


ment’s programme. 
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Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


Trade remains very quiet with a slightly better outlook in 
home markets owing to a rigorous system of quotas. Unfor- 
tunately export trade is suffering from the imposition of similar 
quotas abroad. Hotels have experienced a better Christmas 
season than they did a year ago, and there were a greater 
number of English visitors for the winter sports. 





Spain 

An agreement has recently been reached with Chile, 
whereby frozen credits totalling about 10 million Chilian pesos 
will be freed in favour of — creditors. The agreement 
also provides facilities for the increase of Spain’s exports to 
Chile in return for adequate antees with regard to imports 
of Chilian nitrate. Spain’s wheat harvest for 1933 yielded only 
77 per cent. of that of 1932 which was a record year. Prices 
have hardened considerably. All sections of the Stock Exchange 
closed strong at the end of last year and considerable advances 
were recorded over the corresponding quotations of 1932. 
Currency in circulation at the end of 1933 showed a reduction 
of about 52 million ptas. against the closing figure of 1932, 
whilst in this same period the peseta appreciated slightly in 
terms of other leading currencies. 


Morocco 
From the Bank of British West Africa Limited 


Phenomenal rains in December have resulted in floods and 
interrupted communications, so that while the crop outlook is 
satisfactory, the harvest may be delayed. The cotton market is 
dominated by Japanese imports, but there seem to be oppor- 
tunities for British exporters in the building trade. 


The United States 


Considerable uncertainty has been aroused by the Adminis- 
tration’s latest declarations, which include an initial budget 
deficit of $6,143 millions, and the revaluation of the dollar at 
not more than 60 per cent. of its present nominal gold value. 
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Up to the middle of January, however, little change in business 
conditions was noticeable. Currency has been returning in 
normal fashion from circulation after the Christmas holi ays, 
and New York bank deposits have consequently increased. The 
sugar and rubber markets were weak and dull. The price of 
—2 was a little higher, but it is feared that more supplies 
ill shortly be coming on the market as the result of greater 
activity in silver mining. Trading in tin has been irre and 
up to mid-January prices were easier. There is no improvement 
in the iron and steel trades, and it is reported that Indian pig- 
iron has been selling in New England on level terms with 
domestic pig-iron. Steel business has been moderate. Raw 
cotton exports have lately been falling away in comparison with 
the previous season. The Government is going ahead with its 
plans for acreage reduction next year, and it is said that farmers 
are becoming readier to co-operate. A bill has been introduced 
to limit 1934 ginnings to 9 million bales. The Indo-Japanese 
€ agreement is not welcomed, as it envisages a decreased 
Japanese demand for American cotton. Business in the 
American textile industries appears to be improving. 
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Money, Exchanges and Public Finance 































































1. LONDON AND NEW YORK MONEY RATES 
LonpDon. | New York. 
| —e 
Date. , 90 Days’ | 
” Bank || 5 Months —- | Re- | “eligible | Call 
Rate. | oy See, |e a Bank ac- | Money. 
__|| | Rate. | | ceptances. | 
1933. Per cent. | ‘Per cent. ‘Per cent. | Per cent. | Per cent. | Per cent. 
January 25 2 i-j | }—1 2 
1934. 
January 3 2 lis +—1 2 | i ; 2 
January 10 2 1—ly,| #1 2 } 1 
January 17 2 1 | & 2 si $ | 1 
January 24 2 1 | 3-1 2 8 ; 2 
2. FOREIGN _ EXCHANGES 
inci - 1933. _ 1934. 
on Jan. 25. | | Jan. 3. | Jan. 10. | Jan. 17. | Jan. 24. 
renee = 
New York $4-866 | 3-394) 5-14} 5:09 | ost 4-99} 
Montreal $4-866 3-91) 5-143 5:09 | 5:08 | 5-02¢ 
Paris ... Fr. 124-21 | 87 | 8233 B35 | BOF, | BO 
Berlin ... Mk. 20-43 14- 274) 13-62} 13-72 | 13°26 | 13-294 
Amsterdam Fil, 12-11 8-45 | 8-08 8-114 | 7-83 7-814 
Brussels Bel. 35 24- 454) 23-35 23-47 | 22-56 | 22-55 
Milan ... Li. 92-46 | 6133 62%, | 60 | 59% 
Berne ... Fr. 25-22} 17- “55 16-76 16°85 | 16°26 | 16-23 
Stockholm Kr. 18-16 1833 | 19-39 19-39 19-39 19-39 
Madrid Ptas. 25-22} 413 3943 at 384 | 39% 
Vienna Sch. 34-58: 294* 294* | 294* | 29* 
Prague w. | Ke. 164-25 | ee | 1094 1094 | 106 | 105% 
Buenos Aires ... 47-62d.| 414 36t 355t 37tt | S68t 
Rio de Janeiro 5-89d. at 4ht 44t 4t | 4t 
Valparaiso Pes. 40 56-05t| 53-45¢ | 53-60$ | 51°70¢ | 51-50 ; 
Bombay 18d. 18} | 18% 18% | 18% | 18% ‘ 
Hong Kong ... —d. 15H 173? 173? ist =| s«18t 
Shanghai... = —d. 208 | 16ht 16: 16st | _16kt 
* Nominal. t Official rate. $ Rate in London. 
_3._PUBLIG REVENUE AND EXPENDITURE a 
To | To To To 
Revenue. Jan. 20,| Jan. 21, Expenditure. Jan. 20, Jan. 21, 
1934. | 1 | “1934. | “1933. 
| mn, | £mn. or —_, 24 | £mn. | £ mn, | 
Income Tax 103-9 | 111-5 | Nat. Debt Service w- | 191-6 | 245-1 
Surtax ... 23:7 | 27-2 | Northern Ireland Payments...| 4-4 4-6 > 
Estate Duties | 70-6 | 60-3 | Other Cons. Fund ee. | $l 2-3 
Stamps ... 15-3 | 12-0 | Supply Services owe - | 354-6 | 350-8 
Customs... 143-6 135-5 | Ordinary Expenditure 553-7 | 602-8 
Excise ... 90-6 103-0 Sinking Fund oie a 14-8 
Tax Revenue 451-4 | 453-9 | Self-Balancing Expenditure... | 62-7 61-4 
‘S | . Payments to U.S. Government 3°3 29-0 
‘7 














VHIDOTMMUNTHMO 


: | | AMMO Or 
be he be bef ar 


Es ANttO 


Total. 


B85S33 ; 
FLOM STHMAAAH AE 
PORECORRERELE 
ie 
FO NADDOM AIMED 
SUSNSSNNNANS 
oe 
FOAOOM TH AOM rg 
4 ID TH OEE OAS |4 


PT Ne Boe Be Bee Be Boe Ro oe he | 
io 








| Manufactured 
Goods. 

Manufactured 
Goods. 





| FAAIIMMeOHOTON 


eNINOoannoocenr 
| Saris te Ron oe oe a 


is 


Raw 
Materials. 


IMPORTS 


: 
aoa 


Z 
© 
= 
o 
5 
a 
S) 
4 
~ 


| Pr toeeereecsena 
| $289 O SaaS 


2. 
3. EXPORTS 
UNEMPLOYMENT 


one Ce Ae oe Ae Ae oe De 
iy 


fo MMODOd 
Be jan 
wi S 

: FOMOTPHOAMINHH 


aeNIOMMDDAAAAAM 
ome 


* Average weekly figures for month. 
4. 






































92 























Prices 
1. WHOLESALE PRICES (average for month) 
Index Number (Sept. 16th, 1931 = 100). 

aor U.K. | U.S.A. | France. | Italy. | Germany. 
S,.”l_———si ast” eS) — a 
December ose oon 102-3 84-8 | 88-1 91-3 | 84-9 

1933. } } 
July 106-7 | 100-0 | 89-8 | 86-5 | 863 
August 106-1 | 1022 | 89-3 | 86-3 | 86-6 
September 106-5 103-2 | 87-9 | 85-9 87-2 
October 105-5 103-8 | 87:2 | 84-6 87-9 
November 105-2 104-0 | «4865 | 84-1 88-2 
December... _ see tes __ 105-4 = _ 104-0 © | 87-4 | 84-5 88-4 
December 4th week ... 106-1 104-1 | 87-9 84-5 | 88-3 

1934. 
January Ist week 105-9 | 104-4 88-1 84-9 | 88-4 
January 2nd week 106-9 104-4 87-9 | 85-0 |; 88-6 

108-0 | 104-5 87-2 84-8 | 88-5 





January 3rd week 








Sources: U.K., “Financial Times”; U.S.A., Irving Fisher; France, Statistique 
Generale ; Italy, Italian Chamber of Commerce ; Germany, Statistische Reichsamt. 


Septembe 

October... 
November 
December 
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2. RETAIL PRICES (end of month) 





Food. 


19 


23 
26 
26 
24 CO 


| Rent | 
(including | Clothing. 
| fates). | 
61d; ta 
52 | us | 
64 i 90 
55 85 
| ! 
56 | 80-85 
56 | 80-85 | 
56 85 
56 85 
56 | 85 | 


Fuel 
and 
Light. 


70 


| 
' 
i 





Other | All 
items | items 
included. | included. 
80 68 

80 66 

75 47 
70-75 42 
70-75 39 
70-75 41 
70-75 41 
70-75 43 
70-75 43 
70-75 42 





The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 





Wheat, | 
No. 1 | 
N. 
Manitoba. | 
perqr. | 
sa ¢ 
26 104) 


SRBSR 
~ 
sIawwonw 


26 








Cotton, Wool, 
American 64's 
Middling. | tops avge. | 

per Ib. per Ib. 

d. d. 
6-15 22} 

| 

6°33 | 30} 
5-83 | 30 
5-49 334 
5-42 32} 
5-25 35} 
5-26 37 








| Pig-Iron, 
| Cleveland 


No. 3. 





AAAAMHD 





Tin, 
Standard 
Cash. 


~ per ton. 
1495 


1st 
5 Ss 
21633 
223 
22638 
227} 





Rubber, 
Plantation 
Sheet. 


per lb. 









































LLOYDS BANK 


Head Office : 71 Lombard Street, London, E.C.3 


Chairman : Deputy Chairman : 
J. W. BEAUMONT PEASE SIR AUSTIN BE. HARRIS, K.B.E. 


Chief General Manazers : 
F. A. BEANE, G. F. ABELL 


Joint General Managers : 
W. G. JOHNS, D.S.O., R. A. WILSON, S. PARKES, S. P. CHERRINGTON 


Statement of Accounts 
31st December, 1933 


LIABILITIES £ 

EE aes 15,810,252 
Reserve Fund _..... - : ee ee 8,000,000 
Current, Deposit, and other Accounts .... 365,739,799 
Acceptances... ___.... ‘ said aa 3,110,895 
Endorsements, Guarantees, and other Obli- 

ee ion’ ‘am ale 39,530,015 

ASSETS 


Cash in hand, and with the Bank of England 39,353,887 
Balances with and Cheques on other Banks in 


the British Isles Pat pans 13,814,577 
Money at Call and Short Notice .... 9... 23,479,970 
Balances with Banks Abroad .... 2... 1,102,441 
Bills Discounted .... a wt ee 56,887,317 
Investments at or under Market Value _..... 99,390,702 


Investments in Subsidiary and Auxiliary 
Companies :— 


The National Bank of Scotland Ltd. ..... 2,674,196 
Bank of London & South America Ltd. 1,761,681 
Lloyds & National Provincial Foreign 
Bank Ltd. ..... . ee) aie 600,000 
Indian Premises Company Ltd. ____...... 54,502 
Loans and Advances ae 132,966,351 
Other Assets and Accounts ; ae eae 9,634,738 
Bank Premises 7,829,689 


Liabilities of Customers for Acceptances, &e. 42,640,910 





Over 1,900 Offices in England and Wales, and others in 
India and Burma 
































